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Washington Report
December 24, 1979, Volume VIII, Issue 43
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COUNCIL ON WAGE AND PRICE STABILITY
Almost one-third of the Nation's work force could receive a low wage exemption
from the Administration's anti-inflation guidelines, if the 18 members of
the President's Pay Advisory Committee can agree on proposals to set a
standard for the second year which officially began on October 1st. Com
mittee members, consisting of 6 members each from business, labor, and
the public, are uncertain that agreement among themselves can be reached.
Business representatives are believed to feel that a single guideline,
similar to that in force for 1977, should be adopted. Labor representa
tives are in favor of standards which will vary with the industry covered.
The current low wage exemption applies to individuals making less than
$4.00 per hour. The new proposals would extend this exemption to those
making less than $5.35 per hour, a figure which would encompass 28.6% of
the work force according to an October release by the Department of Labor.

FINANCIAL ACCOUN
T ING

STANDARDS BOARD

A proposal whereby employers would currently accrue the costs of employee
absences, rather than accounting for them when they are paid, was recently
issued by the FASB. Previously two accounting methods have been used:
costs were either 1) accrued over a length of time before payment, or
2) entered into the financial statement only after they had been paid.
The proposal applies to costs such as holidays, paid vacations, sick days
and personal days; it does not cover severance pay, group insurance, post
retirement benefits, deferred compensation or other long-term fringe bene
fits. Comments must be submitted by February 18.

GENERAL ACCOUNTING OFFICE
The GAO has been granted legal recourse to enforce access to records of con
tractors and federal agencies in a bill (S. 1878) which has been favorably
reported by the Senate Governmental Affairs Committee. S. 1878 has under
gone several revisions which place additional restraints on GAO's use of
its powers to gain access to records. Major changes include: a limit on
the comptroller general's access to court intervention; a restriction of
GAO subpeona powers; and an imposition of employee liability for unauthor
ized disclosure of information.
JUSTICE, DEPARTMENT OF
Taxpayers' money lost through fraud in federal programs has not been recovered
by the Justice Department according to a report issued by the GAO. The
report states Justice has failed to make full use of civil penalties to
get back the lost revenues. According to the GAO, the Justice Department
"cannot effectively monitor collections because its management information
system does not provide accurate and comprehensive data on all fraud debts."
The congressional investigative agency recommended that Justice improve
its settlement procedures and strengthen the management and enforcement of
fraud collection.
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LABOR, DEPARTMENT OF
The comment period on proposed regulations concerning the Employment Retire
ment Income Security Act of 1974 has been reopened until 1/7/80 (see
the 12/18/79 Fed. Reg, pp. 74858-59). The regulations would clarify
what will be regarded as an asset of an employee benefit plan under ERISA
and provide exemptions from the requirement that assets of that benefit
plan be held in trust. Comments may be sent to the Office of the Fidu
ciary Standards Pension and Welfare Benefits Program, Room C-4526, U.S.
Department of Labor, 200 Constitution Ave., NW, Washington, D.C. 20216.

SECURITIES AND EXCHANGE COMMISSION
A Staff Accounting Bulletin withdrawing Topic 4-F of SAB No. 1 was issued
recently by the Commisssion's office of the chief accountant. The with
drawal is a result of a revised Audit Guide for savings and loan associa
tions published by the AICPA. The revised guide, which is applicable to
financial statements for fiscal periods commencing after 12/31/78 was sup
ported by the Commission's staff. Therefore, it withdrew Topic 4-F of
SAB-1 which was concerned with the format of the stockholders' equity
section of the balance sheet of a savings and loan holding company.

A proposed rule requiring companies to make annual reports, verified by inde
pendent auditors on whether their internal accounting controls conform
to the standards of the Foreign Corrupt Practices Act has been delayed by
the Commission. One of the most controversial aspects of the rule is the
absence of a materiality standard. There is no specification that the
internal controls must only be adequate to protect against material errors;
therefore, "the commission has prescribed a laundry list disclosure approach
that blurs the distinction between the significant and the trivial."
Other controversial issues include the cost of the rule, the requirement for
a management statement on the adequacy of a corporation's controls, and an
independent auditor's examination and comment. Although controver
sy was
expected, the SEC was apparently surprised at the overwhelming criticism.
According to SEC Manager James Doyle, the possibility exists that the
commission will drop the rule altogether. Doyle's remarks follow a recent
speech by SEC Commissioner John R. Evans 11/19/79 in which he indicated
that if a new rule were adopted, it would not be effective until next year.
Evans also stated that many responses to the SEC rule requested the Com
mission to delay implementation until the AICPA Auditing Standards Board
finished developing final standards.

TREASURY, DEPARTMENT OF
Final regulations for treating certain related corporations as one employer
for purposes of federal unemployment taxes were recently issued by the IRS.
The rules affect related corporations and individuals who are employed by
more than one related corporation. According to the final rules, when two
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or more related corporations concurrently employ the same individual and
compensate that individual through a common paymaster, each corporation
is considered to have paid only the remuneration it actually disbursed to
the individual. Under the final rules no additional reporting or filing
regulations have been imposed.

Congressional repeal of "carryover basis" rules relating to capital gains taxa
tion on inherited property should occur next year, with retroactive application to 1/1/80, as a result of House action last week which paralleled
earlier Senate action. The House, in order to avoid a potential Presiden
tial veto, attached repeal of "carryover basis" to their version of the
"windfall oil profits tax" bill, H.R. 3919. The Senate after an 81-4 vote
for repeal, attached their repeal to their version of the "windfall tax"
bill. Congress is scheduled to reconvene in late January, 1980, when a
conference will complete work on the oil tax legislation and then send the
bill to the President for signature.

SPECIAL:

SOCIAL SECURITY BREEZES THROUGH HOUSE 389-0

H.R. 5295, a bill to restore social security benefits for certain retired CPA's
and other retired professionals, was passed by the House of Representatives
on 12/19/79 by a vote of 389-0. This bill, originally introduced by Rep.
J.J. Pickle (D-Tx) on 9/14/79, seeks to restore benefits which were inadver
tently reduced when the Congress, in 1977, amended the Social Security Act
and converted the social security earnings limitation to an annual test of
retirement after 1977. The monthly measure was retained for the first year
of retirement. Although unintended, these amendments also resulted in a re
duction of social security payments for certain categories of retirees who had
retained a debt or equity interest in their firms, or who were receiving
various work in progress payments. H.R. 5295 has been strongly endorsed by
the AICPA since its introduction.
Prior activities included testimony
before the House Social Security Subcommittee on 7/5/79 and numerous meetings
with staff representatives of the Subcommittee and the Ways & Means Committee.
H.R. 5295 will now be referred to the Senate Finance Committee, with action
anticipated after Congress returns in late January, 1980.
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